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FEDERAL ELECTION COMMISSION
WASHINGTON, DC 20463

Virgil Poe, Treasurer
Pos for Coagross OCT 3 6 2007
P O Box 14222
Humble, TX 77347
RE  MUR 5947
Poe for Congress and Vugil Poe,
m hus official capacity as treasurer
Dear Mr Poe

In the normal course of carrying out 1ts supervisory responsibilities, the Federal Election
Commussion (the “Commission”™) became aware of information suggesting Poe for Congress
f/k/a Ted Poe for Congress (the “Commuttee™) and you, 1n your official capacity as treasurer, may
have violated the Federal Election Campaign Act of 1971, as amended (the “Act”) On October
23, 2007, the Commussion found reason to believe that the Commuttee and you, 1n your official
capacity as treasurer, violated 2 U S C § 434(b), a provision of the Act The Final Audit Report
of the Ted Poe for Congress Committee, which 1s dated August 9, 2007, serves as the Factual and
Legal Analysis

We have also enclosed a brief descniption of the Commission®s procedures for handling
possible violations of the Act In addition, please note that you have a legal obligation to
preserve all documents, records and matenals relating to thus matter until such ttme as you are
notified that the Commussion has closed 1ts file 1n this matter See 18U SC § 1519 Inthe
meantime, this matter will remain confidential 1n accordance with2 U S C §§ 437g(a)(4)X(B) and
437g(a)(12)(A), unless you notify the Commussion m writing that you wish the investigation to
be made public
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Letter to Virgil Poe . .

MUR 5947
Pase 2

If you intend to be represented by counsel 1n this matter, please advise the Commussion
by compieting the enclosed Designation of Counsel form stating the name, address, and
telephone number of such counsel, and suthonzing such counsel to receive any notifications and
other commumcations from the Commssion

We look forward to your response

Sincerely,
Robert D Lenhard
Chairman
Enclosures
Factual and Legal Analymis

Procedures
Designation of Counsel Form
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Report of the
Audit Division on

Ted Poe for Congress
November 6, 2008 - December 31, 2004

Federal law permuts the
Commuission to conduct
audits and field
investigations of any
poliucal commuttee that 1s
required to file 1eports
under the Federal
Election Campaign Act
(the Act) The
Commussion generally
conducts such audits
when a committee
dppears not to have met
the threshold
requirements for
substantial comphlnoe
with the Act ' The audit
deteimines whether the
commuttee comphed with
the limitations,
prohibitions and
disclosure 1equirements
of the Act

Future Action
The Commussion may
initiate an enforcement
action, at 4 later me,
with respect to any of the
matters discussed 1n this

ieport

' 2USC WD)

About the Campaign (p 2)
Ted Poe for Congress (TPC) 1s the pnincipal campaign committee
for Ted Poe, Republican candidate for the US House of

Representahves from the state of Texas, 2* distnct TPC 1s
headquartered :n Humble, Texas For more information, see
chart on the Campaign O1gamzation, p 2

mnanehl Actlivity (p 2)
Ruupll
Contnbutions from Individuals $1,128,834
o Contnibutions from Political
Commutiees 441,086
o Transfers from Authonzed
Commutiees 196,789
o Offsets to Operating
Expenditures 328
Total Recelpts $ 1,767,037
. Dhbunmnh
o Operating Expenditures $ 1,703,187

o Contnbution Refunds 6,050
o Total Dubursements $ 1,709,237

Hndlngo and Recommendations (p 3)
Misstatement of Financial Activity (Finding 1)

o Disclosure of Proceeds from Joint Fundraising Activity
(Finding 2)

o Documentation for Receipts (Finding 3)

e Dusclosure of Occupation/Name of Employer (Finding 4)
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Part I
Background

Authority for Audit

This 1eport 1s based on an audit of Ted Poe for Congreas (TPC),? undertaken by the Audit
Division of the Federal Election Comnussion (the Commussion) 1n accordance with the
Fedeial Electron Campaign Act of 1971, as amended (the Act) The Audit Division
conducted the audit pursuant t0 2 US C §438(b), winch permats the Commsmon to
conduct dudits and field investigations of any polisical commuttee that 18 requused to file a
1eport unde1 2U S C §434 Pnor to conducting any audit under this subsection, the
Commission must perform an intemal review of reports filed by selected commuttees to
determine 1f the reports filed by a particular commuttee meet the threshold requirements
for substantial comphance with the Act 2U S C §438(b)

Scope of Audit

This audit examined

The 1eceipt of excessive contnbutions and loans

The receipt of contnbutions from prohibited sources

The disclosure of contnbutions received

The disclosure of disbursements, debts and obhigations
The consistency between reported figures and bank records
The completeness of records

Othe: commiltee operat:ons necessary to the review

N A WN -

! Eifective February 11 2005, Tod Poe for Congress changed its name to Poc for Congress
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Part II
Overview of Campaign

Campaign Organization

Important Dates

Ted Poe for

o Date of Regustration November 17, 2003

o__Audit Coverage November 6, 2003 - December 31, 2004
Headquarters Humble, TX

Bank Information

¢__Bank Depositones One

e Bank Account One Chech_n;_

Treasurer

o _Ticasurer When Audit Was Conducted | Virgil Poc
o __Treasurer Dunng Period Covered by Audit | Virgal Poe

_Management Information

o__Attended FEC Campaign Finance Sermnar

No

e Used Commonly Available Campaign Yes

Man. nt Software P
e Who Handled Accounting and Paid Campaign Staff

Recordkeeping Tasks

Overview of Financial Activity
_ (Audited Amounts)

Cash on hand @ November 6, 2003 $0
o Contnbutions from Individuals $1,128,834
o Contnibutions from Pohtical Commiuttees 441,086
o Transfers from Authonzed Comnuttees 196,789
o_ Offsets to Operating Expenditures 328
Total Receipts $ 1,767,037
o_ Operating Expenditures $ 1,703,187
o Contnbution Refunds 6,050
Total Disbursements $ 1,709,237

Cash on hand @ December 31, 2004

$57,800
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Part Il
Summaries

Findings and Recommendations

Finding 1. Misstatement of Financial Activity

A companson of TPC's 1eported figures to bank records revealed that TPC had
matenally misstated receipts, disbursements, and the ending cash on hand balances for
calenda: years 2003 and 2004 The Audit staff recommended that TPC file amended
reports to conect the misstatements In response, TPC matenally comrected the
misstatements (For more detail, see p 4)

Finding 2. Disclosure of Proceeds from Joint Fundraising
Activity

TPC did not properly disclose the receipt of net proceeds from joint fundraising activity

with the 2004 Jomnt Candidate Commuttee [ and the Team Texas Committee  The Audit

stafl recommended that TPC file amended reports to correctly disclose these receipts In

response, TPC hled amended reports matenally correcting the disclosure of the joint

fundraising pioceeds (Foi more detasl, see p 6)

Finding 3. Documentation for Receipts

The Audit staff reviewed contributions from individuals and determined that 19% were
not properly documented ‘The errors were all associated with contributions 1n excess of
$50 for which a copy of the contnibutor's check was not retained by TPC  The Audit
staff recommended that TPC provide any additional records that 1t 18 able to locate and
provide any other relevant information

In response, TPC's counsel stated that i1ts bank keeps copies of contnibutor checks
received by the commuttee, which comphes with 11 CFR §102 9(a)(4) TPC also
provided several contnbutor check copies 1t had recently obtamed from its bank as
samples, but did not provide the majonty of the mussing records The Commussion voted
to receve this finding, without any determunation on the menits of the analysis, or the
facts, o1 the interpretation of the law contained therein  (For more detatl, see p 7)

Finding 4. Disclosure of Occupation/Name of Employer
TPC did not adequately disclose the occupation and/or name of employer for
approximately 40% of contnbutions from individuals itemized on its disclosure reports
and no “best efforts”” to obtain, maintan, and submut the informaton was documented
The Audit staff recommended that TPC provide evidence that it exercised “best efforts”
to obtain the mussing information, attempt to contact the contnibutors to obtain the
necessary information, submit evidence of such efforts and disclose any information
recesved 1n amended reports [n response, TPC filed amended reports that matenally
disclosed occupation/name of employer informaton (For more detail, see p B)
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Part IV
Findings and Recommendations

| Finding 1. Misstatement of Financial Activity |

Summary

A companison of TPC's reported figures to bank records revealed that TPC had
matenally mussiated receipts, disbursements, and the ending cash on hand balances for
calendar years 2003 and 2004 The Audit staff recommended that TPC file amended
reports to correct the misstatements In response, TPC matenally cormrected the
misstatements

Legal Standard

Contents of Reports. Each 1eport must disclose

e The amount of cash on hand at the beginning and end of the reporting period,

o The total amount of ieceipts for the reporting peniod and for the calendar year,

e The total amount of disbursements for the reporting period and for the calendar year,
and

e Certain transactions that iequire siemuzation on Schedule A (Itermzed Receipts) or
Schedule B (Itermzed Disbursements) 2 U S C §434(b)(1), (2), (3), (4) and (S5)

Facts and

The Audst staff reconciled TPC's reported activity to the bank records and determined
there was a rmsstatement of cash on hand, receipts, and disbursements for calendar years
2003 and 2004 The following charts details the discrepancies for each year Succeeding
paragiaphs explain, to the extent possible, why the discrepancies occurred

2003 Activity .
Roporied | Bank Records | Ducropancy |
Opening Cash Balance $0 $0 $0
@ November 6, 2003 )
Receipts $106,260 $101,260 $5,000
OQverstated
Disbursements $22,856 $24,086 $1,230
_ Understated
Ending Cash Balance $83,404 $77.174 $6.230
@® December 31, 2003 Overstated

The overstutement of receipts was the result of the following
¢ Reported contnbution from a poliical commuttee was returned $5,000
trom the bank for insufficient funds (December 2003) _—
Overstatement $5,000
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The understatement of disbursements was the net result of the following

e Net under reporting of payroll disbursements’ $1,142
o Unreported bank fees 90
o Over reported disbursement [v)]

Net understatement $1,230

The overstatement ot ending cash on hand 1n the amount of $6,230 was the result of the
msstatements noted above

2004 Activity e _
Bank Records
Opening Cash Balance $83.404 $77,174 $6,230
@ January 1, 2004 Overslated
Receipts $1.565,264 $1,665,777 $100,513
Understated
Dusbursements $1,500,011 $1,685,151 $185,140
| Understated
Ending Cash Balance $148,657 $57,800 $90,857
@ December 31, 2004 Overstated
The understatement of receipts was the result of the following
o Contnbutions from individuals not reported $84,397
e Net under reporting of contnbutions from political commuttees 15115
¢ Unexplained difference 1.000
Understatement $100,513
The understatement of disbursements was the net result of the following
e Operating expenditures not reported $316,621
o Operating expenditures reported twice (71,738)
e Operating expenditures reported but not located 1n bank records (43,800)
o Reported $15,000 disbursement as $1,500 13,500
e Unexplained difference
Net understatement $185,140

The overstatement of ending cash on hand 1n the amount of $90,857 was the result of the
msstatements noted above

At the exit conference, the Audit staff provided TPC representatives with schedules
detaling these musstatements TPC representatives offered no comments

VTPC faled to report six payroll disbursemeats totaling $12 219 while it reported five payroll-related
disbuisememts totahing $11,076 that could not be traced to bank records
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Interim Audit Report Recommendation and Commmittee Response
The Audat staff recommended that TPC file amended reports for calendar years 2003 and
2004 It was further recommended that the most recent report be amended to show the
adjusted cash on hand balance along with an explanation that it resulted from audat
adjustments from a pnior penod In response, TPC filed the recommended amended !

reports

Finding 2. Disclosure of Proceeds from Joint Fundraising
Activity

Summary

TPC did not properly disclose the receipt of net proceeds from joint fundraising activity
with the 2004 Joint Candidate Commuttee 11 and the Team Texas Commitiee The Audit
staff recommended that TPC file amended 1eports to correctly disclose these receipts In
response, TPC filed amended reports matenally correcting the disclosure of the joint

fundraising proceeds

Legal Standard

Itemixzation of Contributions from Joint Fandraisng Efforts. Participating pohitical
commuttees must report joint fundraising proceeds in accordance with 11 CFR

102 17(c)(8) when such funds are received from the fundraising representanve 11 CFR
§102 17(c)(3)(n)

Each participating political commuttee reports its share of the net proceeds as a transfer-in

from the fundraising representative and must also file a memo Schedule A (Itemzed ;
Receipts) itermzing its share of gross receipts as contnibutions from the ongimal
contnbutors to the extent required under 11 CFR 104 3(a) 11 CFR §102 17(cX8)(1)XB)

Facts and

The Audit staff determined that TPC received a total of $196,789 1n net proceeds from
jont fundraising activaty, $100,782 from the 2004 Joint Candidate Commuttee II and
$96,007 from the Team Texas Commuttee This activity was properly itemized as
transfers-in from the fundrmsing representative on Schedules A, however, TPC did not
disclose memo entnies on Schedules A 1temuzing its share of the gross receipts as
contnbutions from the anginal contnbutors This information was contained in TPC's
contnbutions database

At the exit conference, the Audit staff discussed this matter with TPC representatives
TPC representatives offered no comments

Interim Aundit Report Recommendation and Committee Response
The Audat staff recommended that TPC file amended reports to include memo entnies on
Schedules A itermzing 1ts share of the gross receipts from the joint fundraising activaty as
contnbutions from the onginal contnibutors In response, TPC filed the recommended
amended reports  TPC stated 1n its response that 1t had followed the reporting
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instructions provided by the joint fundrmising representatives  TPC also noted that the
proceeds received from joimnt fundrmsing activity referenced above were onginally
itermzed as transfers-m from the fundrmising representatives

| Finding 3. Documentation for Receipts

Summary

The Audit staff reviewed contnbutions from individuals and determined that 19% were
not properly documented The errors were all associated with contnbutions in excess of
$50 for which a copy of the contnibutor’s check was not retained by TPC  The Audit
staft recommended that TPC provide any additional 1ecords that 1t 18 able to locate and
provide any other relevant information

In response, TPC's counsel stated that its bank keeps copies of contnibutor checks
received by the comnuttee, which complies with 11 CFR §102 9(a)}4) TPC also
provided several contributor check copres 1t had recently obtained trom its bank as
samples, but did not provide the majonty of the missing records The Commussion voted
to recesve this finding, without any deterrmination on the ments of the analysis, or the
facts, or the interpretation of the law contained therein

Legal Standard

A. Retention of Check Copres. For contnbutions in excess of $50, comnmuttees must
maintain a photocopy or digital image of the check or wnitten instrument [f the check
copies are mamtained digitally, the commuttee must provide the ability to retneve and
read the :1mages at no cost to the Comnussion 11 CFR §102 9(a)(4)

B. Preserving Documents. Commuttees must preserve these records for 3 years aftera
reportis filed 2US C §432(d)

Facts and Analysis
The Audit staff reviewed contnbutions from individuals on a sample basis and

determined that approximately 19% of these items were not properly documented The
only documentation available for these contnbutions was the entnies in TPC’s electronic
database The errors were for contnbutions greater than $50 for which there was no copy
of the check or wnitten instrument

The Audit staff presented this matter to TPC representatives at the exit conference TPC
representatives indicated that they would attempt to obtain the necessary documentation
and provide 1t to the Audit staff

Interim Audit Report Recommendation and Committee Response
The Audit staff recommended that TPC provide any additional records that 1t was able to
locate and any other relevant information In response, TPC's counsel stated that its
bank, acung as “an agent authonzed by the treasurer,” keeps copies of contnbutor checks
received by the commuttee, and TPC 18 therefore in complhiance with 11 CFR
$1029%a)4) Also included in the response, were several contnbutor check copies TPC
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had recently obtained from its bank as samples. TPC did not provide copies of the
majonty of the contnbution checks that were missing and none of those provided were
among the sample errors  The Commussion voted to receive this finding, without any
determunation on the ments of the analysis, or the facts, or the interpretation of the law
contained therein

Finding 4. Disclosure of Ocoupation/Name of Employer |

Summary

TPC did not adequately disclose the accupation and/or name of employer for
approximately 40% of contnbutions fiom individuals itermzed on 1ts disclosure reports
and no “best efforts” to obtam, mamtain, and submut the information was documented
The Audat staff recommended that TPC provide evidence that it exercised “best efforts”
to obtamn the mussing information, attempt to contact the contnbuto:s to obtain the
necessa1y information, submit evidence of such efforts and disclose any nformation
received in amended reports In response, TPC filed amended reports that matenally
disclosed occupation/name of employer information

Legal Standard
A. Required Information for Contributions from Individuals. For each itemized
contnbution from an individual, the comnuttee must provide the following information
¢ The contributor’s full name and address (including z1p code),
¢ The contributor's occupation and the name of his or her employer,
o The date of receipt (the date the committee received the contnbution),
e The amount of the contnbution, and
e The election cycle-to-date total of all contnbutions from the same individual 2
U S C §434(b)(3XA) and 11 CFR §8100 12 and 104 3(a)X4)

B. Best Efforts Ensures Compliance. When the treasurer of a pohitical commuttee
shows that the commuttee used best efforts (see below) to obtain, maintain, and submt
the information required by the Act, the commuttee’s reports and records will be
considered in comphance with the Act 2USC §432(1)

C. Definition of Best Efforts. The treasurer and the commuttee will be considered to
have used “best efforts” 1f the commuttee satisfied all of the following cntena
e All wntten sohicitations for contnbutions included
0 A clear request for the contnbutor’s full name, maling address, occupation,
and name of employer, and
o The statement that such reporting 18 required by Federal law
e  Within 30 days after the receipt of the contnbution not accompanied by complete
information, the treasurer made at least one effort to obtain the missing
information, via either a written request or a documented oral request
e The treasurer reported any contnibutor information that, although not imtially
provided by the contnibutor, was obtained 1n a follow-up commumcation or was
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contaned tn the commuttee’s records or tn prior reports that the commuttee filed
dunng the same two-year election cycle 11 CFR §104 7(b)

Facts and Analysis

A sample review of contnbutions from individuals disclosed on Schedules A (Itermzed
Receipts) indicated that TPC failed to disclose the occupation and/or name of employer,
for approximately 40% of the tested contnbutions In some mstances, the missing
information was mantained in TPC's records  For those contnibutors for whom the
information was not in TPC's records, no evadence was available to demonstrate that
TPC had exercised “best efforts” (o obtain, mantain, and submut the information

The Audit staff presented tns matter to TPC representatives at the exit conference TPC
representatives asked the best way to comply with this recommendation The Audit staff
responded that TPC should provide evidence of 1ts best efforts to obtain, mantamn and
submit the missing contributor information, contact the contributors in an attempt to
obtain this information, and, file amended reports for any information it obtams o1
alieady has in 1ts possession

Interim Audit Report Recommendation and Committee Response
The Audit staff recommended that TPC take the following action

e Provide documentation that it exeicised best efforts to obtain, mauntan and
submit the required contributor information, or

e Make an effort to contact those individuals for whom the required information
was not in TPC files and provide documentation of such efforts (such as copies
of letters to the contnbutors and/or phone logs), and,

¢ File amended reports to disclose any information in TPC's possession as well as
information obtained 1n response to this recommendation

In 1esponse, TPC filed amended reports that matenally disclosed occupation/name of
employer information




